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INDEPENDENT AUDITORS’ REPORT 
 
 
To the Board of Education 
Menominee County Intermediate School District 
Menominee, Michigan 
 
We have audited the accompanying financial statements of the governmental activities and each major 
fund of Menominee County Intermediate School District, (District) as of and for the year ended June 
30, 2008, which collectively comprise the District's basic financial statements as listed in the table of 
contents. These financial statements are the responsibility of the District's management. Our 
responsibility is to express opinions on these financial statements based on our audit.  
 
We conducted our audit in accordance with auditing standards generally accepted in the United States 
of America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. Those standards require that we 
plan and perform the audit to obtain reasonable assurance about whether the financial statements are 
free of material misstatement.  An audit includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation. We believe that our audit provides a reasonable basis for our 
opinions. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the governmental activities and each major fund of the District, as of 
June 30, 2008, and the respective changes in financial position, thereof for the year then ended in 
conformity with accounting principles generally accepted in the United States of America. 
 
In accordance with Government Auditing Standards, we have also issued our report dated October 7, 
2008 on our consideration of the District's internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. The purpose of that report is to describe the scope of our testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an opinion on the 
internal control over financial reporting or on compliance.  That report is an integral part of an audit 
performed in accordance with Government Auditing Standards and important for assessing the results 
of our audit. 

KERBER, ROSE & ASSOCIATES, S.C. 
             Certified Public Accountants 

1 7 2 7  S t e p h e n s o n  S t . ,  P . O .  B o x  7 5  •  M a r i n e t t e ,  W I   5 4 1 4 3  
 (715) 735-9321 •  Fax (715) 735-5899  

 

Members of the American and Wisconsin Institutes of Certified Public Accountants and 
Michigan Association of Certified Public Accountants 

www.kerberrose.com 
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To the Board of Education 
Menominee County Intermediate School District 
 
 
The management discussion and analysis and budgetary comparison information on pages 3 through 
11 and 29 through 31 are not a required part of the basic financial statements but are supplementary 
information required by accounting principles generally accepted in the United States of America. We 
have applied certain limited procedures, which consisted principally of inquiries of management, 
regarding the methods of measurement and presentation of the required supplementary information.  
However, we did not audit the information and express no opinion on it. 
 
Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the District’s basic financial statements. The accompanying schedule of 
expenditures of federal awards is presented for purposes of additional analysis as required by U. S. 
Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations, and is also not a required part of the basic financial statements of the District.  
The other supplementary information is also presented for the purposes of additional analysis and is 
also not a required part of the basic financial statements. The schedule of expenditures of federal 
awards and the other supplementary information have been subjected to the auditing procedures 
applied in the audit of the basic financial statements and, in our opinion, are fairly stated in all material 
respects in relation to the basic financial statements taken as a whole.  
 

 
 
KERBER, ROSE & ASSOCIATES, S.C. 
Certified Public Accountants 
October 7, 2008 



 

 

MANAGEMENT DISCUSSION AND ANALYSIS 
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MENOMINEE COUNTY INTERMEDIATE SCHOOL DISTRICT 

Management Discussion and Analysis 
For the Year ended June 30, 2008 

 
 

 
This section of the Menominee County Intermediate School District’s annual financial report 
presents our discussion and analysis of the School District’s financial performance during the 
year ended June 30, 2008.  It is to be read in conjunction with the School District’s financial 
statements, which immediately follow.   
 
Using this Annual Report 
 
This annual report consists of a series of financial statements and notes to those statements.  
These statements are organized so the reader can understand Menominee County Intermediate 
School District financially as a whole.  The District-wide Financial Statements provide 
information about the activities of the whole School District, presenting both an aggregate view 
of the School District’s finances and a longer-term view of those finances.  The fund financial 
statements provide the next level of detail.  For governmental activities, these statements tell 
how services were financed in the short-term as well as what remains for future spending.  The 
fund financial statements look at the School District’s operations in more detail than the district-
wide financial statements by providing information about the School District’s most significant 
funds – the General Fund and Special Education Fund. 
 
 
 
 

Management’s Discussion and Analysis (MD&A) 
(Required Supplemental Information) 

 
Basic Financial Statements 

 
District-wide Financial Statements Fund Financial Statements 

 
Notes to the Basic Financial Statements 

 
Budgetary Information for the General Fund 

and Special Education Fund 
(Required Supplemental Information) 

 
Other Supplemental Information
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MENOMINEE COUNTY INTERMEDIATE SCHOOL DISTRICT 
Management Discussion and Analysis 

For the Year ended June 30, 2008 
 

 
 
Summary of net assets: 
 
The following summarizes the net assets at the fiscal year ended June 30, 2008, June 30, 2007 
and June 30, 2006. 
     
  Governmental Activities   
 

  6/30/08  6/30/07  6/30/06 
 ASSETS      
Current   $1,563,820   $1,464,585    $1,440,338 
     
Capital assets - Net of accumulated 
depreciation       678,700        723,463         729,449 
     
TOTAL ASSETS  $2,242,520   $2,188,048    $2,169,787 
       
 LIABILITIES      
Current liabilities  $   601,239   $   488,006    $   523,552 
     
Long-term liabilities       234,241        278,735         265,411 
     
TOTAL LIABILITIES     835,480      766,741       788,963 
     
 NET ASSETS    
Invested in capital assets, net of related debt     678,700      547,265       527,484 
Unrestricted       728,340        874,042         853,340 
     
TOTAL NET ASSETS  1,407,040   1,421,307    1,380,824 

   TOTAL  LIABILITIES AND NET ASSETS $2,242,520  $2,188,048  $2,169,787  
       
 
Total net assets can be separated into three components:  Invested in capital assets, net of 
related debt, restricted net assets for capital projects or for debt service (the District has no 
restricted assets) and unrestricted assets. 
 
Invested in capital assets, net of related debt is a combination of funds available for capital 
assets, plus capital assets at original cost, less accumulated depreciation and related debt.  The 
cost of capital assets is $1,369,918.  The accumulated depreciation is the accumulation of 
deprecation expense since acquisition.  In accordance with generally accepted accounting 
principles (GAAP), depreciation expense is recorded on the original cost of the asset, less any 
estimated salvage, expressed over the estimated useful life of the assets.  Total accumulated 
depreciation is $691,218. 
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MENOMINEE COUNTY INTERMEDIATE SCHOOL DISTRICT 
Management Discussion and Analysis 

For the Year ended June 30, 2008 
 

 
 

Results of operations: 
 
For the fiscal year ended June 30, 2008, June 30, 2007 and June 30, 2006, the district wide 
result of operations is as follows: 
     
  Governmental Activities   
 
    6/30/08  6/30/07  6/30/06 
Revenue:       
 General revenues:      

  
Property taxes levied for general 
operations  $ 1,218,130   $ 1,159,834    $ 1,082,722 

  State of Michigan unrestricted       233,833        231,518         224,557 
  Other general revenues         50,865          41,283           34,866 
       
   Total general revenue   1,502,828   1,432,635   1,342,145
         
 Operating grants:      

  Federal  1,116,279   1,230,240  
 

 1,184,404
  State of Michigan     1,273,947      1,367,161       1,521,815 
       
   Total operating grants   2,390,226    2,597,401      2,706,219
       
 Charges for service - Other        86,149         40,899         50,067 
       
   Total revenue   3,979,203    4,070,935     4,098,431 
         
Expenses:       
 Instruction      942,678       986,954     1,051,684 
 Support Service     2,997,168      2,987,467       2,955,664 
 Interest on long-term debt             0               410             7,803 
 Depreciation         53,624          55,621           52,841 
       
   Total expenses   3,993,470    4,030,452     4,067,992 
       
Change in net assets        $    (14,267)   $      40,483    $      30,439 
Beginning net assets     1,421,307      1,380,824       1,350,385 
    
Ending net assets  $ 1,407,040   $ 1,421,307    $ 1,380,824 
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MENOMINEE COUNTY INTERMEDIATE SCHOOL DISTRICT 
Management Discussion and Analysis 

For the Year ended June 30, 2008 
 

 
 

MAJOR GOVERNMENTAL FUNDS BUDGETING AND OPERATING HIGHLIGHTS 
 
The School District’s budgets are prepared according to Michigan law and are initially adopted 
prior to July 1 of each year, usually before the State of Michigan enacts its budget or most 
grants are awarded.  Therefore, it is expected that there will be significant changes between the 
initial budget and subsequent budgets, as actual grant awards are known.  The most significant 
funds budgeting are General Fund and Special Education Fund.  The budgets are amended at 
least two times during the year.  Budgets do not include grant revenues and expenditures until 
the award letter is received.  Since a major portion of the district is funded by these awards, 
budget amendments are necessary to include these funds. 
 
General Fund: 
 

General Fund Revenue Budget vs. Actual History 
        Variance 
        Actual 

  Revenues Revenues Revenues  vs. Final  
Fiscal Year  Original Budget Final Budget Final Actual  Budget 
         
2005-2006   $         990,678   $      1,047,453   $     1,014,388    $     (33,065)
2006-2007          1,034,779          1,015,108        1,005,119            (9,989)
2007-2008          961,078          932,817        1,003,906            71,089
         
         
         

General Fund Expenditures Budget vs. Actual History 
        Variance 
        Actual 

  Expenditures Expenditures Expenditures  vs. Final  
Fiscal Year  Original Budget Final Budget Final Actual  Budget 
         
2005-2006    $      1,117,332    $      1,159,657  $     1,117,696    $     (41,961)
2006-2007          1,057,015  1,142,783        1,125,129          (17,654)
2007-2008  1,076,486  1,049,798        1,105,210          55,412
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MENOMINEE COUNTY INTERMEDIATE SCHOOL DISTRICT 
Management Discussion and Analysis 

For the Year ended June 30, 2008 
 

 
 

Special Education Fund: 
 

Special Education Fund Revenue Budget vs. Actual History 
        Variance 
        Actual 

  Revenues Revenues Revenues  vs. Final  
Fiscal Year  Original Budget Final Budget Final Actual  Budget 
         
2005-2006  $        2,957,500  $        3,061,833   $     3,084,045   $        22,212 
2006-2007          3,061,833          3,051,010        3,065,816           14,806 
2007-2008          3,057,175          3,079,540        2,975,296         (104,244)
         
         
         

Special Education Fund Expenditures Budget vs. Actual History 
        Variance 
        Actual 

  Expenditures Expenditures Expenditures  vs. Final  
Fiscal Year  Original Budget Final Budget Final Actual  Budget 
         
2005-2006  $        2,830,846  $        2,951,661  $     2,945,020   $        (6,641)
2006-2007          2,825,018          2,923,332        2,927,503           4,171 
2007-2008          2,941,767          2,962,559        2,847,184         (115,375) 
         

 
 
 
Governmental Fund Revenue: 
 
Below is a summary of the Governmental Fund Revenue and their percentage as they relate to 
Governmental Funds: 
 
  Total   
   Revenue    Percentage  
     
Operating grant – Federal and State  $   2,390,226  60.1%
Property taxes       1,218,130  30.6%
State of Michigan - Unrestricted         233,833  5.9%
Charges for service           86,149  2.1%
Other           50,864  1.3%
    
Total Revenue  $   3,979,202  100%
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MENOMINEE COUNTY INTERMEDIATE SCHOOL DISTRICT 
Management Discussion and Analysis 

For the Year ended June 30, 2008 
 

 
 
Governmental Fund Expenditures: 
 
Below is a summary of the Governmental Fund Expenditures and their percentage as they 
relate to Governmental Funds: 
 
  Total   
   Expenditure    Percentage  
     
General Fund  $ 1,105,210   28%
Special Education Fund     2,847,184   72%
    
Total Expenditures  $ 3,952,394   100%

 
 
Operating Grants Federal, State and Local: 
 
The primary operating sources are federal IDEA funds for Special Education and competitive 
awarded federal grants for the General Education Fund. 
 
In addition, other restricted state funds are included in this category.  These restricted grant 
funds are to be used specifically in accordance with program budgets goals and objectives.  We 
act as a fiscal agent for a portion of these funds distributing the resources to other governmental 
units.  If unexpended, these funds must be returned to the State of Michigan or funding source.  
Local operating funds are contributions by local area business foundations and private sector 
companies for specific purposes. 
 
Property Taxes: 
 
The District levied 2.2619 mills of property taxes on all property located within the district.  The 
General Fund levy was .3768 mills and the Special Education levy was 1.8851 mills.  The levy is 
assessed on the taxable value of both homestead and non-homestead property.  The State of 
Michigan’s tax commission establishes an inflation factor each year that taxable value is 
allowed to increase.  These levies are subject to Headlee rollback provisions if the taxable value 
increases more than the inflation rate.  The district has had their allocated millage “rolled back” 
from 2.40 mills to 2.2619 mills.  The original levy consisted of .40 mills for General Education 
and 2.0 mills for Special Education.  Due to cumulative rollbacks from Headlee, the current 
district wide loss is $74,029 from not being able to levy the full 2.40 mills.  Only the constituent 
voters of the district by electoral vote can restore the original allocated 2.40 mills.  The 2007-
2008 taxable value of the property located within the district as revised and reported by the 
county treasurers was $536,055,565 generating $204,311 for the General Fund and $1,013,819 
for the Special Education Fund., for a district-wide total of $1,218,130. 
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MENOMINEE COUNTY INTERMEDIATE SCHOOL DISTRICT 
Management Discussion and Analysis 

For the Year ended June 30, 2008 
 

 
 

Charges for Services: 
 
These are funds received from local educational agencies located within the intermediate 
school district boundaries.  The primary responsibility of any intermediate school district is 
providing services for all districts within its boundaries more economically than each could 
provide individually. 
 
 
Unrestricted State Aid: 
 
The district receives State Aid based formula calculations for items approved by the legislature 
under the State School Aid Act, frequently referred to as categorical funds or sections.  Each 
section of the State School Aid Act has criteria for award.  In the General Fund, the major award 
to the district is unrestricted state aid, generated from section 81 of the School Aid Act.  These 
funds are called general fund operating dollars and due to the unrestricted nature may be used 
by the district for any legal spending purpose.  In the Special Education Fund the major State 
Aid sections area based upon the current year allowable special education costs at 28.6138% 
plus transportation costs at 70.4165%.  A deduction is then made from this amount for 
membership funding which is a blended count of students from two school years, with the 
remaining balance identified in a separate categorical.  The State revenues are guaranteed at 
the 1996-1997 levels of funding for Special Education due to the Durant funding court 
settlement.  The district has experienced an overall decrease in State Aid, with an 
unforeseeable end to reductions. 
 
 

ENROLLMENT 
 

The District’s blended enrollment count history is as follows: 
 

• 2007-2008 blended enrollment count totaled 27.52 students.  
• 2006-2007 blended enrollment count totaled 38.10 students.  
• 2005-2006 blended enrollment count totaled 44.43 students.  
• 2004-2005 blended enrollment count totaled 46.87 students.  

 
Menominee County Intermediate School District’s enrollment is generated from students 
attending the Learning Center Program operated under Special Education.  Over the past five 
years the District enrollment has remained stable.  The State reimburses for Special Education 
membership as part of the 28.6138% of cost plus 70.4165% cost of transportation 
reimbursement under two state aid sections, so any change is not relevant to funding.  
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MENOMINEE COUNTY INTERMEDIATE SCHOOL DISTRICT 
Management Discussion and Analysis 

For the Year ended June 30, 2008 
 

 
 

CAPITAL ASSETS AND DEBT ADMINISTRATION 
 
Capital Assets: 
 
At the end of the fiscal year 2008, the School District had $1,369,918 invested in land and 
building, furniture and equipment, and vehicles.  Of this amount $691,218 has been 
depreciated.  Net book value totals $678,700. 
 
Outstanding Debt at Year-end: 
 
Details of the long-term debt outstanding at June 30, 2008 are as follows: 
 
The Durant Bonds are a legal obligation of the School District and represent debt to the district. 
 Based on the Durant Settlement provisions, however, a State of Michigan appropriation is the 
only revenue source for making the annual debt service payment on the bonds. 
 
Bond payable consists of the Durant Resolution Package bonds, originally scheduled for the 15 
annual installments.  After refinancing, the payments range from $20,951 to $98,886 including 
annual interest at 4.761353%.  Payments are due on May 15th of each year.  Two annual 
payments including the current fiscal year are deferred until 2009. 
 
The estimated Durant Resolution Bonds debt service requirements for principal and interest to 
maturity, as of June 30, 2008 are principal $153,189 and interest $58,880. 
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MENOMINEE COUNTY INTERMEDIATE SCHOOL DISTRICT 
Management Discussion and Analysis 

For the Year ended June 30, 2008 
 

 
 
Unused vested employee benefits consist of the accrued liability for sick pay.  The following 
summarizes the accrued liability for sick pay by fund: 
 

  
Total unused 

vested 
  employee benefits 
   

2004-2005  $108,753 
2005-2006    104,340 
2006-2007    102,537 
2007-2008      98,850 

 
 
 
Contacting the District’s Financial Management 
 
This report is designed to give an overview of the financial conditions of the Menominee County 
Intermediate School District.  If you have questions about this report or need additional 
information, contact the Business Office, Menominee County Intermediate School District. 
 



 

 

BASIC FINANCIAL STATEMENTS 



District-Wide Statement of Net Assets

ASSETS:
Current Assets:

Cash and Investments $ 948,285      
Due From Other Governments 604,841      
Prepaids 10,694        

Total Current Assets 1,563,820   

Noncurrent Assets:
Capital Assets 1,369,918   
Less:  Accumulated Depreciation 691,218      

Total Noncurrent Assets 678,700      

TOTAL ASSETS 2,242,520   

LIABILITIES:
Current Liabililties:

Current Portion of Long-Term Obligations 40,807        
Accounts Payable 142,443      
Accrued Payroll 148,515      
Accrued Liabilities 61,885        
Unearned Revenue 207,589      

Total Current Liabilities 601,239      

Noncurrent Liabilities:
Noncurrent Portion of Long-Term Obligations 234,241      

TOTAL LIABILITIES 835,480      

NET ASSETS:
Invested in Capital Assets, Net of Related Debt  678,700      
Unrestricted 728,340      

TOTAL NET ASSETS $ 1,407,040   

Activities

MENOMINEE COUNTY INTERMEDIATE SCHOOL DISTRICT

As of June 30, 2008

Governmental

See Accompanying Notes
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GOVERNMENTAL ACTIVITIES:
Instruction $ 942,678     $ -                 $ 745,445      $ (197,233)      
Support Services 2,997,168  86,149       1,644,781  (1,266,238)   
Depreciation - Unallocated 53,624         -                   -                   (53,624)          

Total Governmental Activities $ 3,993,470  $ 86,149       $ 2,390,226  (1,517,095)   

GENERAL REVENUES:
Property Taxes, Levied for
  General Operations 1,218,130       
State of Michigan Aid, Unrestricted 233,833          
Interest on Investments 38,315            
Miscellaneous 12,550          
   Total General Revenues 1,502,828     

CHANGE IN NET ASSETS (14,267)          

NET ASSETS - BEGINNING OF YEAR 1,421,307       

NET ASSETS - END OF YEAR $ 1,407,040     

Net (Expenses) 
Revenues and 
Changes in Net 

Assets
Operating 

Activities
Governmental

Total

District-Wide Statement of Activities
For the Year Ended June 30, 2008

MENOMINEE COUNTY INTERMEDIATE SCHOOL DISTRICT

Functions/Programs: Expenses Services
Charges for

Program Revenues

Contributions
Grants and

See Accompanying Notes
13  



ASSETS:
Cash and Investments $ 387,026       $ 561,259       $ 948,285        
Due from Other Governments 174,486       430,355       604,841        
Prepaids 3,177           7,517           10,694          

TOTAL ASSETS $ 564,689     $ 999,131      $ 1,563,820   

LIABILITIES AND FUND BALANCES:
Liabilities:

Accounts Payable $ 131,474       $ 10,969         $ 142,443        
Accrued Payroll 3,205           145,310       148,515        
Accrued Liabilities 628              61,257         61,885          
Deferred Revenue 22,815         184,774       207,589        

Total Liabilities 158,122       402,310       560,432        

FUND BALANCES:   
Reserved 3,177           7,517           10,694          
Unreserved:

Designated 341,268       511,902       853,170        
Undesignated 62,122         77,402         139,524        

Total Fund Balances 406,567       596,821       1,003,388     

TOTAL LIABILITIES AND FUND
BALANCES $ 564,689     $ 999,131      $ 1,563,820   

General Fund

Special
Education

Fund

MENOMINEE COUNTY INTERMEDIATE SCHOOL DISTRICT
Balance Sheet 

As of June 30, 2008
Governmental Funds

Funds
Governmental

Total

See Accompanying Notes
14  



Total Fund Balances - Governmental Funds $ 1,003,388       

Total net assets reported for governmental activities in the statement of
net assets are different from the amount reported above as total
governmental funds fund balance because:

Capital assets used in governmental activities are not financial
resources and are not reported in the fund statements.  Amounts 
 reported for governmental activities in the statement of net assets:

Capital Assets 1,369,918      
Accumulated Depreciation (691,218)        678,700          

Long-term liabililties are not due and payable in the current
period and are not reported in the fund statements.  Long-term
liabilities reported in the statement of net assets that are not reported
 in the balance sheet:

Bonds Payable (176,198)        
Compensated Absences (98,850)          (275,048)         

Total Net Assets - Governmental Activities $ 1,407,040       

As of June 30, 2008
Reconciliation of Balance Sheet - Governmental Funds to the District-Wide Statement of Net Assets

MENOMINEE COUNTY INTERMEDIATE SCHOOL DISTRICT

See Accompanying Notes
15  



REVENUES:
Local Sources $ 240,298       $ 1,212,658    $ 1,452,956    
State Sources 585,417       737,301       1,322,718    
Federal Sources 100,757       1,015,522    1,116,279    
Interdistrict and Other Sources 77,434         9,815           87,249         

Total Revenues 1,003,906    2,975,296    3,979,202    

EXPENDITURES:
Current:

Instruction -                  942,678       942,678       
Support Services 1,096,349    1,904,506    3,000,855    

Capital Outlay 8,861           -                  8,861           
Total Expenditures 1,105,210    2,847,184    3,952,394    

EXCESS (DEFICIENCY) OF REVENUE
OVER EXPENDITURES (101,304)      128,112       26,808         

OTHER FINANCING SOURCES (USES):
Operating Transfers In 116,981       -                  116,981       
Operating Transfers Out -                  (116,981)      (116,981)      

Total Other Financing Sources (Uses) 116,981       (116,981)      -                  

NET CHANGE IN FUND BALANCES 15,677         11,131         26,808         

FUND BALANCES - BEGINNING OF YEAR 390,890       585,690       976,580       

FUND BALANCES - END OF YEAR $ 406,567       $ 596,821       $ 1,003,388    

Funds
Governmental

Total

General Fund

Special
Education

Fund

Governmental Funds
For the Year Ended June 30, 2008

MENOMINEE COUNTY INTERMEDIATE SCHOOL DISTRICT
Statement of Revenues, Expenditures and Changes In Fund Balances 

See Accompanying Notes
16



Net Change in Fund Balances - Total Governmental Funds $ 26,808             

Amounts reported for governmental activities in the statement of
activities are different because:

The acquisition of capital assets are reported in the governmental funds as 
expenditures.  However, for governmental activities those costs are shown in 
the statement of net assets and allocated over their estimated useful lives as 
annual depreciation expense in the statement of activities:
   Capital outlay reported in governmental fund statements 8,861             
   Depreciation expense reported in the statement of activities (53,624)          
      Amount by which capital outlays are less than depreciation in
      the current period. (44,763)            

Change in compensated absences is reported as an expenditure in the
governmental funds when financial resources are used.  However, in the
statement of activities the expense is reported as the benefits are earned
during the year. 3,688               

Change in Net Assets - Governmental Activities $ (14,267)            

For the Year Ended June 30, 2008

MENOMINEE COUNTY INTERMEDIATE SCHOOL DISTRICT
Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds to the District-Wide Statement of Activities

See Accompanying Notes
17
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MENOMINEE COUNTY INTERMEDIATE SCHOOL DISTRICT 
Notes to the Basic Financial Statements 

June 30, 2008 
 
 
 

 NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 
 
This summary of significant accounting policies of the Menominee County Intermediate School District 
(District) is presented to assist in understanding the District’s financial statements. The financial 
statements and notes are representations of the District’s management who is responsible for the 
integrity and objectivity of the financial statements. These accounting policies conform to generally 
accepted accounting principles and have been consistently applied in the preparation of the financial 
statements. 

 
 INTRODUCTION 

 
The basic financial statements of the District have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to governmental units.  The Governmental Accounting Standards 
Board (GASB) is the accepted standard-setting body for establishing governmental accounting and 
financial reporting principles. The significant accounting principles and policies utilized by the District are 
described below. 
  
NATURE OF OPERATIONS 
 
The District is governed by a five-member elected school board, and is comprised of fifteen taxing districts. 
 
The accompanying financial statements present the activities of the District. The District is not a component 
unit of another reporting entity nor does it have any component units. 
 
The financial reporting entity consists of (a) organizations for which the standalone government is 
financially accountable and (b) the standalone government that is controlled by a separately elected 
governing body that is legally separate and is fiscally independent. All of the accounts of the District 
comprise the standalone government. 
 
DISTRICT-WIDE STATEMENTS 
 
The statement of net assets and the statement of activities present financial information about the District’s 
governmental activities. These statements include the financial activities of the overall government in its 
entirety. Eliminations have been made to minimize the double counting of internal transactions. 
Governmental activities generally are financed through taxes, intergovernmental revenues, and other 
nonexchange transactions. 
 
The statement of activities presents a comparison between direct expenses and program revenues for 
each function of the District’s governmental activities. Direct expenses are those that are specifically 
associated with and are clearly identifiable to a particular function.  Program revenues include (a) charges 
paid by the recipients for goods or services offered by the programs and (b) grants and contributions that 
are restricted to meeting the operational or capital requirements of a particular program. Revenues that are 
not classified as program revenues, including all taxes, are presented as general revenues. 
 
FUND FINANCIAL STATEMENTS 
 
The fund statements provide information about the District’s funds. Separate statements for each fund 
category are presented. The emphasis of fund financial statements is on major governmental funds, each 
displayed in a separate column. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued): 
 
FUND FINANCIAL STATEMENTS (Continued): 
 
The District reports the following major governmental funds: 
 

General Fund – The General Fund is the operating fund of the District.  It is used to account for all 
financial resources of the District except those required to be accounted for in other funds. 
 
Special Education Fund – This fund accounts for activities associated with providing educational 
programs for students with disabilities.  Sources include financial aid received from the state and 
federal government and payments from other school districts.   

 
MEASUREMENT FOCUS AND BASIS OF ACCOUNTING 
 
The district-wide financial statements are reported using the economic resources measurement focus and 
the accrual basis of accounting.  Revenues are recorded when earned and expenses are recorded at the 
time liabilities are incurred, regardless of when the related cash transaction takes place.  Nonexchange 
transactions, in which the District gives or receives value without directly, receiving or giving equal value in 
exchange, include property taxes, grants, entitlements and donations. On an accrual basis, revenue from 
property taxes is recognized in the fiscal year for which the taxes are levied.  Revenue from grants, 
entitlements and donations is recognized in the fiscal year in which all eligibility requirements have been 
satisfied. 
 
The governmental fund statements are reported using the current financial resources measurement focus 
and the modified accrual basis of accounting.  Under this method, revenues are recognized when 
measurable and available.  The District considers all revenues reported in the governmental funds to be 
available if the revenues are collected within sixty days after the end of the fiscal year.  Expenditures are 
recorded when the related fund liability is incurred, except for principal and interest on general long-term 
debt, claims and judgments, and compensated absences which are recognized as expenditures to the 
extent they have matured.  General capital asset acquisitions are reported as expenditures in governmental 
funds.  Proceeds of general long-term debt and acquisitions under capital leases are reported as other 
financing sources. 
 
Under the terms of grant agreements, the District may fund certain programs by a combination of specific 
cost-reimbursement grants, categorical block grants, and general revenues.  Therefore, when program 
expenses are incurred, both restricted and unrestricted net assets may be available to finance the program. 
 It is the District’s policy to first apply cost-reimbursement grant resources to such programs, followed by 
general revenues.  
 
DEPOSITS AND INVESTMENTS 
 
The District’s cash is considered to be cash on hand, demand deposits, and short-term investments.  Cash 
balances for individual funds are pooled unless maintained in segregated accounts. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued): 
 
DEPOSITS AND INVESTMENTS (Continued) 
 
State statutes and the District's investment policy authorize the District to make deposits in the accounts of 
federally insured banks, credit unions, and savings and loan associations which have an office in Michigan; 
the District is allowed to invest in U.S. Treasury or Agency obligations, U.S. Government repurchases 
agreements, bankers' acceptances, commercial paper rated prime at the time of purchases which mature 
not more than 270 days after the date of purchases, mutual funds and investment pools that are composed 
of authorized investment vehicles.  The District's deposits are in accordance with statutory authority. 
 
PROPERTY TAXES 
 
Property taxes are assessed as of December 31, and attach as an enforceable lien on property on July 1 
and December 1 of the following year.  These taxes are due on September 14 and February 14, 
respectively, with the final collection date of February 28 before they are added to the delinquent tax rolls. 
 
On or before June 30, the County Treasurer makes full settlement to the District for any remaining real 
property tax balance. The County assumes all responsibility for delinquent real property taxes.  Taxes are 
recorded as revenue in the year levied.  Taxes receivable are recorded for property taxes collected within 
60 days of year end, if any.  Uncollected delinquent personal property taxes are written off after three years. 
 
CAPITAL ASSETS 
 
Capital assets are reported at actual or estimated historical cost, based on appraisals conducted by an 
independent third-party professional appraisal firm, if used.  Donated assets are reported at estimated fair 
value at the time received. 
 
Capitalization thresholds (the dollar value above which asset acquisitions are added to the capital asset 
accounts), depreciation methods, and estimated useful lives of capital assets reported in the district-wide 
statements are as follows:  building, vehicles and equipment are capitalized using a capitalization threshold 
of $5,000.  All depreciable capital assets are depreciated on a straight line basis with estimated useful lives 
for buildings and building improvements of 20-50 years, vehicles of 5-20 years, and furniture and 
equipment of 5-20 years. 
 
Depreciation is used to allocate the actual or estimated historical cost of all capital assets over their 
estimated useful lives. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued): 
 
INTERFUND ACTIVITY 
 
The interfund activity is reported as either loans, services provided, reimbursements or transfers.  Loans 
are reported as interfund receivables and payables as appropriate and are subject to elimination upon 
preparation of the district-wide financial statements.  Services provided, deemed to be at market or near 
market rates, are treated as revenues and expenditures.  Reimbursements are when one fund incurs a 
cost, charges the appropriate benefiting fund and reduces it related costs as a reimbursement.  All other 
interfund transactions are treated as transfers.  Transfers between governmental funds are netted as part 
of the reconciliation to the district-wide financial statements. 
 
UNEARNED/DEFERRED REVENUE 
 
The District reports unearned revenue on its statement of net assets and deferred revenue on its balance 
sheet.  Deferred revenue arises in governmental funds when potential revenue does not meet both the 
“measurable” and “available” criteria for recognition in the current period.  Unearned and deferred revenue 
also arises when resources are received before the District has a legal claim to them, as when grant 
monies are received prior to the incurrence of qualifying expenditures. In subsequent periods, when 
revenue recognition criteria is met, or when the District has a legal claim to the resources, the liability for 
unearned/deferred revenue is removed from the statement of net assets and the balance sheet and 
revenue is recognized. 
 
COMPENSATED ABSENCES 
 
The District’s policy allows accumulated employee benefits for sick pay to vest.   Employees are entitled to 
receive unused accumulated sick pay benefits upon retirement or termination of employment.  An accrual 
for accumulated sick leave is included as compensated absences as a long-term liability in the district-wide 
statement of net assets. 
 
District employees participate in the Michigan Public School Employees’ Retirement System.  All 
contributions made by the District on behalf of its employees are reported as expenditures when paid. 
 
LONG-TERM DEBT 
 
The District records governmental fund long-term debt at face value as another financing source and as a 
liability in the district-wide statement of net assets.   
 
CLAIMS AND JUDGMENTS 
 
Claims and judgments are recorded as liabilities if all the conditions of Governmental Accounting Standards 
Board pronouncements are met.  Claims and judgments that would normally be liquidated with available 
expendable financial resources are recorded during the year as expenditures in the appropriate 
governmental fund types.  If they are not liquidated with available expendable financial resources, a liability 
is recorded in the district-wide statement of net assets.  The related expenditure is recognized when the 
liability is liquidated.  There were no significant claims or judgments at year end. 
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued): 
 
FUND EQUITY DESIGNATIONS 
 
District-Wide Statements 
 
Equity is classified as net assets and displayed in three components: 
 

a. Invested in capital assets, net of related debt – Consists of capital assets including restricted capital 
assets, net of accumulated depreciation and reduced by the outstanding balances of any bonds, 
mortgages, notes, or other borrowings that are attributable to the acquisition, construction, or 
improvement of those assets. 

 
b. Restricted net assets – Consists of net assets with constraints placed on the use either by (1) 

external groups such as creditors, grantors, contributors, or laws or regulations of other 
governments; or (2) law through constitutional provisions or enabling legislation. 

 
c. Unrestricted net assets – All other net assets that do not meet the definition of “restricted’ or 

“invested in capital assets, net of related debt.” 
 

When both restricted and unrestricted resources are available for use, it is the District’s policy to use 
restricted resources first, then unrestricted resources as they are needed. 

 
Fund Financial Statements 
 

Governmental fund equity is classified as fund balance.  Fund balance is further classified as 
reserved and unreserved, with unreserved further split between designated and undesignated.   
 

USE OF ESTIMATES 
 
The preparation of financial statements in conformity with generally accepted accounting principles requires 
management to make estimates and assumptions that affect the reported amounts of assets and liabilities 
and disclosures of contingent assets and liabilities at the date of the financial statements and the reported 
amounts of revenues and expenditures/expenses during the reporting period.  Actual results may differ 
from those estimates. 
 
 
NOTE 2 - CASH AND INVESTMENTS: 
 
Michigan School Code Section 380.1223, authorizes the District to make deposits and invest in:  
 

a) Bonds, bills or notes of the United States; obligations, the principal and interest of which are 
fully guaranteed by the United States; or obligations of the state.  In a primary or fourth class 
school district, the bonds, bills, or notes shall be payable, at the option of the holder, upon not 
more than 90 days notice, or if not so payable, shall have maturity dates not more than 5 years 
after the purchase dates. 

b) Certificates of deposit issued by a financial institution or share certificates of a state or federal 
credit union that is a financial institution. 
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NOTE 2 - CASH AND INVESTMENTS (Continued): 
 

c) Commercial paper rated prime at the time of purchase and maturing not more than 270 days 
after the date of purchase. 

d) Securities issued or guaranteed by agencies or instrumentalities of the United States 
government. 

e) United States government or federal agency obligation repurchase agreements. 
f) Bankers’ acceptances issued by a bank that is a member of the federal deposit insurance 

corporation. 
g) Mutual funds composed entirely of investment vehicles that are legal for direct investment by a 

school district. 
h) Investment pools, as authorized by the surplus funds investment pool act, 1982 PA 367, MCL 

129.111 to 129.118, composed entirely of instruments that are legal for direct investment by a 
school district. 

 
 
At June 30, 2008 the bank balance of cash was $61,879.  The District maintains its cash accounts at 
one financial institution.  Custodial credit risk for deposits is the risk that in the event of a bank failure, 
the District’s deposits may not be returned to the District.  These balances, at times, may exceed the 
Federal Deposit Insurance Corporation (FDIC) insured limit of $100,000 for interest bearing and 
$100,000 for non-interest bearing accounts per financial institution.  Management acknowledges the 
possibility of risk in this arrangement; however, the size and longevity of the depository institutions 
minimizes such risk. 
 
The following represents a summary of deposits as of June 30, 2008: 
 
  Fully Insured Deposits    $  61,879 
  Uncollateralized                  - 
   Total      $  61,879 
 
 
As of June 30, 2008, the District had the following investments: 
   Fair Value 
 Investment Pool Accounts:    
   Michigan Liquid Asset Fund Plus  $ 900,722 
   Wells Fargo   108,546 
   $ 1,009,268 
 
Custodial Credit Risk 
Custodial credit risk for investments is the risk that, in the event of a failure of the counterparty, the District 
may not be able to recover the value of its investments or collateral securities that are in the possession of 
an outside party.  The District minimizes custodial credit risk by limiting investments to the types of 
securities allowed by law. 
 
Credit Risk 
State law limits investments as detailed above.  The District’s investment policy does not further limit its 
investment choices.  As of June 30, 2008, the District’s investments were not rated. 
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NOTE 2 - CASH AND INVESTMENTS (Continued): 
 
Interest Rate Risk 
The District minimizes interest rate risk, which is the risk that the market value of securities in the portfolio 
will fall due to changes in market interest rates, by structuring the investment portfolio so that securities 
mature to meet cash requirements for ongoing operations, thereby avoiding the need to sell securities in 
the open market, and, investing operating funds primarily in shorter-term securities, liquid asset funds, 
money market funds, or similar investment pools and limiting the average maturity in accordance with the 
District’s cash requirements. 
 
Concentration of Credit Risk 
The District’s investment policy places no restrictions on the amount or percentage that may be invested in 
any one type of security. 
 
Foreign Currency Risk 
The District is not authorized to invest in investments which have this type of risk. 
 
For all deposits and investments shown, the market value at the balance sheet date is substantially the 
same as the carrying value.  The difference between the bank balance and carrying value is due to 
outstanding checks and/or deposits in transit at June 30, 2008. 
 
 
NOTE 3 - INTERFUND TRANSFERS: 
 
Interfund transfers for the year ended June 30, 2008 consisted of the following: 
 
   Transfer From      
   Special Education      
 Transfer To:  Fund  Purpose    
         
  General Fund  $    116,981  Operating Revenue    
  

 
       

NOTE 4 - CAPITAL ASSETS: 
 
Capital asset balances and activity for the year ended June 30, 2008 were as follows: 
 
   
 

Beginning 
Balance Increase  

Ending 
Balance 

Governmental Activities:          
   Land $ 10,000 $ -  $ 10,000

  Capital Assets Being Depreciated:    
    Building and Building Improvements $ 690,394  $ -  $ 690,394
    Furniture and Equipment   241,987   8,861   250,848
    Vehicles   418,676   -   418,676

      Total Capital Assets  Being Depreciated  $ 1,351,057  $ 8,861  $ 1,359,918
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NOTE 4 - CAPITAL ASSETS (Continued): 
 
   
 

Beginning 
Balance Increase  

Ending 
Balance 

Less Accumulated         
 Depreciation For:        
 Building and Building Improvements   $ 134,290  $ 16,555  $ 150,845
  Furniture and Equipment   181,119   13,226   194,345
  Vehicles   322,185   23,843   346,028

      Total Accumulated Depreciation   637,594   53,624   691,218
        
Total Capital Assets Being Depreciated,        
  Net of Accumulated Depreciation   713,463   (44,763)   668,700
        
Total Capital Assets, Net  $ 723,463  $ (44,763)  $ 678,700
 
Depreciation expense for fiscal year ended June 30, 2008 amounted to $53,624.     
 
 
NOTE 5 – UNEARNED/DEFERRED REVENUE: 

   
 

General 
Fund  

Special 
Education Fund  Total 

Great Parents/Great Start Grant $ 11,572  $ -  $ 11,572
Imagination Library  3,017   -   3,017
M&M Community Foundation  4,900   -   4,900
HYC – Community Service Activity  3,175   -   3,175
HYC – Media Campaign  151   -   151
MIBLSI  -   3,223   3,223
Medicaid Interim Payment 08/09  -   17,364   17,364
Medicaid Administrative Outreach  -   164,187   164,187
   Total Unearned/Deferred Revenue $ 22,815  $ 184,774  $ 207,589

 
 

NOTE 6 - LONG-TERM OBLIGATIONS: 
 
The following is a summary of changes in long-term obligations of the District for the year ended June 30, 
2008: 
               
           
  

Balance 
7/01/07  Additions  Reductions  

Balance 
6/30/08  

Amount Due 
Within 

One Year  
              
Bonds - Durant  $ 176,198  $ -  $ -  $ 176,198  $ 16,607  
Compensated              
 Absences   102,537   14,829   18,516   98,850   24,200  
  Total Long-Term              
    Obligations  $ 278,735  $ 14,829  $ 18,516  $ 275,048  $ 40,807  
 
There was no interest expense for the year ended June 30, 2008.  The State of Michigan did not require a 
payment on the Durant bonds during the fiscal year ended June 30, 2008.  
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NOTE 6 - LONG-TERM OBLIGATIONS (Continued): 
 
Long-term obligations at June 30, 2008, is comprised of the following: 
 
               
       
  

Issue   
Dates  

Interest 
Rate  

Date of 
Maturity  

Balance 
6/30/08  

Amount Due 
Within 

One Year  
              
Bonds - Durant   11/24/98   4.76%   5/15/13  $ 176,198  $ 16,607  
              
              
 
Aggregated cash flow requirements for the retirement of long-term principal and interest as of June 30, 
2008, follows: 
 

     Year Ended 
June 30  Principal  Interest  Total 

        
2009  $ 16,607  $ 4,348  $ 20,955 
2010   17,397   3,558   20,955 
2011   18,226   2,729   20,955 
2012   19,093   1,862   20,955 
2013   104,875   35,917   140,792 

  $ 176,198  $ 48,414  $ 224,612 
 
 
NOTE 7 - NET ASSETS/FUND BALANCE: 
  
Net assets reported on the District-wide statement of net assets at June 30, 2008 includes the following: 
 

Invested in Capital Assets, Net of Related Debt:     
   Capital Assets, Net of Accumulated Depreciation  $     678,700   
   Less:  Related Long-term Debt Outstanding                  -  
     Total Invested in Capital Assets       678,700  
     
Unrestricted     728,340  
     
   Total Net Assets – District-Wide Statements  $  1,407,040  
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NOTE 7 - NET ASSETS/FUND BALANCE (Continued): 
 
Fund balances reported in the Governmental Funds balance sheet at June 30, 2008 are further classified 
as follows: 
 

 Reserved for Prepaids  $ 10,694  
     
 Unreserved Designated:     
   Working Capital   609,407  
   Contingency   243,763  
     Total Unreserved Designated   853,170  
     
Unreserved Undesignated   139,524  
     
Total Governmental Funds’ Fund Balance  $ 1,003,388  

 
 

 NOTE 8 - DEFINED BENEFIT PENSION PLAN AND POST RETIREMENTS BENEFITS: 
  

Substantially all of the School District’s employees are eligible to participate in the statewide Michigan 
Public School Employees’ Retirement System (MPSERS), a multiple-employer, cost-sharing public 
employee retirement system.  Effective January 1, 1987, Act 91 of the Public Acts of 1985 established a 
voluntary contribution to the Member Investment plan (MIP).  Employees first hired before January 1, 1990, 
made a one-time irrevocable election to contribute to the tax deferred MIP.  Employees first hired on or 
after January 1, 1990 will automatically be included in MIP. 
 
Members in MIP may retire at any age after attaining thirty years of creditable service or at age sixty while 
still working with a minimum total of five years of creditable service and with credited service in each of the 
five school fiscal years immediately preceding the retirement allowance effective date.  The retirement 
allowance is calculated using a formula of 1.5% of the average of the highest total earnings during a period 
of thirty-six consecutive calendar months (three years) multiplied by total years to the nearest tenth of a 
year of credited service. 
 

 Employees who did not elect the MIP option fall under the MPSERS Basic Plan and may retire after 
attaining age sixty with ten or more years of credited service; or with thirty or more years of credited service; 
or attaining age fifty-five while still working at least fifteen but fewer than thirty years of credited service in 
each of the five school fiscal years immediately preceding the retirement allowance effective date. 

 
 The retirement allowance is computed using a formula of 1.5% of the average of the highest total earnings 

during a period of sixty consecutive months (five years) multiplied by the total years to the nearest tenth of a 
year of credited service. 

 
 The MPSERS also provides death, disability, health, medical, dental, vision and hearing insurance 

coverage.  Benefits are established by state statute. 
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 NOTE 8 - DEFINED BENEFIT PENSION PLAN AND POST RETIREMENTS BENEFITS (Continued): 

 
 The District was required by state, statute to contribute 17.74% of covered compensation to the Plan 

through September 30, 2007 and 16.72% of covered compensation for the remainder of the year.  The total 
amount contributed to the Plan for the year ended June 30, 2008 was $349,682 which consisted of 
$307,189 from the School District and $42,493 from employees electing the MIP option.  These represent 
approximately 17% and 3% of covered payroll, respectively.  The School District’s contributions to MPSERS 
for 2007 was $334,788 and for 2006 was $304,381. 

 
 Payroll paid to employees covered by MPSERS for the year ended June 30, 2008 was $1,814,209.  The 

School District’s total payroll was $1,845,524. 
 
 Other Post-Employment Benefits 
 
 In addition to pension benefits, MPSERS provides comprehensive group medical, hearing, dental and vision 

coverage for retirees and beneficiaries.  A significant portion of the premium is paid by MPSERS with the 
balance deducted from the monthly pension of the retiree.  The portion provided by MPSERS is factored 
into the pension contribution rate. 

 
 The District is not responsible for the payment of retirement benefits which is the responsibility of the State 

of Michigan.  MPSERS’ issues a publicly available financial report that includes financial statements and 
required supplementary information for the system.  More information may be obtained by writing MPSERS, 
at MPSERS, P.O. Box 30673, Lansing, Michigan, 48909-8103. 

 
 
NOTE 9 - RISK MANAGEMENT: 
 
The District is exposed to various risks of loss related to property loss, torts, errors and omissions, 
employee injuries (workers' compensation) as well as medical benefits provided to employees.  The District 
has purchased commercial insurance for health claims and participates in the Set/Seg (risk pool) for claims 
relating to workers' compensation and property/casualty claims.  Settled claims relating to the commercial 
insurance have not exceeded the amount of insurance coverage in any of the past three fiscal years. 
 
The shared-risk pool program in which the District participates operates as a common risk-sharing 
management program for school districts in Michigan.  Member premiums are used to purchase 
commercial excess insurance coverage and to pay member claims in excess of deductible amounts. 
 
 
NOTE 10 - EFFECT OF NEW ACCOUNTING STANDARDS ON CURRENT-PERIOD FINANCIAL 
STATEMENTS: 
 
In 2004, the Governmental Accounting Standards board (GASB) approved Statement No. 45.  This 
Statement requires that state and local governments in the United States account for and report the annual 
cost of OPEB (Other Post Employment Benefits) and the outstanding obligation and commitments.  GASB 
Statement 45 Accounting and Financial Reporting by Employers for Post-employment Benefits Other Then 
Pension is effective for the Menominee County Intermediate School District for 2010.  The effect on the 
accompanying financial statements has not been determined. 



 

 

REQUIRED SUPPLEMENTARY INFORMATION 



 

REVENUES:
Local Sources $ 238,896   $ 240,116   $ 240,298    $ 182           
State Sources 534,674   516,928   585,417    68,489      
Federal Sources 109,474   98,839     100,757    1,918        
Interdistrict and Other Sources 78,034     76,934     77,434      500           

Total Revenues 961,078     932,817     1,003,906  71,089        

EXPENDITURES:
Current:

Support Service 1,076,486 1,040,937 1,096,349 (55,412)     
Capital Outlay -              8,861       8,861        -                

Total Expenditures 1,076,486  1,049,798  1,105,210  (55,412)       

DEFICIENCY OF REVENUE
UNDER EXPENDITURES (115,408)   (116,981)   (101,304)   15,677        

OTHER FINANCING SOURCES
Operating Transfer In 168,215   116,981   116,981    -

NET CHANGE IN FUND BALANCE 52,807     -              15,677      15,677      

FUND BALANCE - BEGINNING 464,298     374,330     390,890     16,560        

FUND BALANCE - ENDING $ 517,105   $ 374,330   $ 406,567    $ 32,237      

Budgeted Amounts
Actual

AmountsOriginal Final

MENOMINEE COUNTY INTERMEDIATE SCHOOL DISTRICT

For the Year Ended June 30, 2008
General Fund

Schedule of Budgetary Comparison

Variance with
Final Budget

Positive 
(Negative)

See Notes to Required Supplementary Information
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REVENUES:
Local Sources $ 1,250,968  $ 1,298,894  $ 1,212,658  $ (86,236)       
State Sources 774,999     734,728     737,301     2,573          
Federal Sources 1,022,856  1,037,566  1,015,522  (22,044)       
Interdistrict and Other Sources 8,352         8,352         9,815         1,463          

Total Revenues 3,057,175  3,079,540  2,975,296  (104,244)     

EXPENDITURES:
Current:

Instructional 945,109     943,085     942,678     407             
Support 1,996,658  2,019,474  1,904,506  114,968      

Total Expenditures 2,941,767  2,962,559  2,847,184  115,375      

EXCESS OF REVENUE
OVER EXPENDITURES 115,408     116,981     128,112     11,131        

OTHER FINANCING USES
Operating Transfer Out (168,215)   (116,981)   (116,981)   -                  

NET CHANGE IN FUND BALANCE (52,807)     -                11,131       11,131        

FUND BALANCE - BEGINNING 672,842     546,199     585,689     39,490        

FUND BALANCE - ENDING $ 620,035     $ 546,199     $ 596,820     $ 50,621        

Positive 

For the Year Ended June 30, 2008

Original Final Amounts
Actual

(Negative)

Variance with
Final Budget

MENOMINEE COUNTY INTERMEDIATE SCHOOL DISTRICT
Schedule of Budgetary Comparison

Special Education Fund

Budgeted Amounts

See Notes to Required Supplementary Information
30  
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BUDGETS AND BUDGETARY ACCOUNTING: 
 
Operating budgets are adopted each fiscal year for all governmental funds using the budgetary accounting 
basis prescribed by the Michigan Department of Education.   Reported budget amounts are as originally 
adopted or as amended by School Board resolution. 
 
The District follows these procedures in establishing the budgetary data reflected in the budgetary 
comparison schedules: 
 

a. Based upon requests from district staff, district administration recommends budget proposals to the 
school board. 

 
b. The school board prepares a proposed budget including proposed expenditures and the means of 

financing them for the July 1 through June 30 fiscal year. 
 

c. Pursuant to a public budget hearing, the school board may make alterations to the proposed 
budget. 

 
d. Once the school board (following the public hearing) adopts the budget, no changes may be made 

in the amount of tax to be levied or in the amount of the various appropriations and the purposes of 
such appropriations, unless authorized by a 2/3 vote of the entire school board. 

 
e. Appropriations lapse at year-end unless authorized as a carryover by the school board.  The portion 

of fund balance representing carryover appropriations is reported as a reserved fund balance. 
 
 
BASIS OF ACCOUNTING: 
 
The budget is prepared on the same modified accrual basis of accounting as applied to the 
governmental funds in the basic financial statements. 
 
 
EXCESS OF EXPENDITURES OVER APPROPRIATIONS: 
 
     General Fund: 
          Support $55,412 
           
   



 

 

OTHER SUPPLEMENTARY INFORMATION 



 

REVENUES:
Local:

Property Tax $ 203,146      $ 204,322      $ 204,311      $ (11)               
Other 35,750        35,794        35,987        193              

Total Local 238,896      240,116      240,298      182              

State:
State Aid Section 81 231,518      233,833      233,833      -                   
State Aid Durant 29,841        32,907        32,906        (1)                 
State Aid Sec. 32d 214,500      214,200      282,200      68,000          
State Aid Gifted and Talented 10,000        5,000          5,000          -                   
State Aid Sec. 32 (J) 22,514        10,813        11,303        490              
MAISD Sec. 83 REMC 3,747          3,900          3,900          -                   
DSFSD Sec. 81 6,000          6,000          6,000          -                   
MARESA Reading First 16,554        10,275        10,275        -                   

Total State 534,674      516,928      585,417      68,489          

Federal:
Drug Free Community Support Grant 75,000        64,927        66,845        1,918            
Drug Free Community Support Grant 05/06 33,845        33,912        33,912        
MAISD REMC Title V 629             -                 -                 -                   

Total Federal 109,474      98,839        100,757      1,918            

Interdistrict and Other:
NMU Tuition Rebate 1,700          600             600             -                   
Town Hall Meeting -                 -                 500             500              
Public Schools 76,334        76,334        76,334        -                   

Total Other 78,034        76,934        77,434        500              

TOTAL REVENUES $ 961,078      $ 932,817      $ 1,003,906   $ 71,089          

Final Amounts

MENOMINEE COUNTY INTERMEDIATE SCHOOL DISTRICT
Detailed Budget Comparison Schedule - General Fund

For the Year Ended June 30, 2008

Original

Variance with
Final Budget

Positive Actual
Budgeted Amounts

(Negative)

32



 

EXPENDITURES:
Current:

Support Services:
Truancy Services $ 3,100          $ 3,029          $ 2,801          $ 228              
Pupil Support Service 4,000          1,800          1,709          91                
Support General Education 111,006      112,171      108,475      3,696            
Education Media Service REMC 3,747          4,087          4,087          -                   
Inservice Workshop 23,386        27,934        26,654        1,280            
Instructional Staff Support 18,850        2,725          2,725          -                   
Imagination Library -                 1,000          1,139          (139)             
Board of Education - ISD 26,217        27,595        26,800        795              
Executive Administration 188,247      186,009      184,891      1,118            
Grant Writer 14,850        14,850        14,850        -                   
Fiscal Services 194,278      201,261      200,345      916              
Central Office Supplies 3,500          2,000          1,996          4                  
Other Business Services 2,343          1,838          1,838          -                   
Operation ISD Building 70,609        74,134        69,282        4,852            
Communication Service 2,725          921             921             -                   
Information Management Services 10,200        16,497        15,708        789              
Pupil Accounting 9,500          9,091          9,092          (1)                 
Other Support Services 6,069          5,314          5,314          -                   
Healthy Youth Coalition 1,000          1,717          -                 1,717            
M & M Community 1,500          5,500          5,349          151              
Great Parents/Great Start 14,449        2,387          2,877          (490)             
Great Parents/Great Start Carryover 8,065          8,426          8,425          1                  
School Readiness 214,500      210,900      278,900      (68,000)        
Gifted and Talented 10,000        8,492          8,492          -                   
Reading First 16,554        10,275        10,274        1                  
USDOE Teaching Amer. History -                 2,145          2,145          -                   
Drug Free Community Support 75,000        64,927        66,844        (1,917)          
Drug Free Community Support Carryover 33,845        33,912        33,912        -                   
Town Hall Meeting -                 -                 504             (504)             
MARESA REMC Title V 629             -                 -                 -                   

Total Support Services 1,068,169   1,040,937   1,096,349   (55,412)        

Capital Outlay 8,317          8,861          8,861          -                   

TOTAL EXPENDITURES $ 1,076,486   $ 1,049,798   $ 1,105,210   $ (55,412)        

Detailed Budget Comparison Schedule - General Fund (Continued)
For the Year Ended June 30, 2008

Budgeted Amounts

MENOMINEE COUNTY INTERMEDIATE SCHOOL DISTRICT

Original Final Amounts
Actual

(Negative)

Variance with
Final Budget

Positive 
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REVENUES:
Local:

Property Tax $ 1,010,507   $ 1,013,394   $ 1,013,819   $ 425              
Other 240,461      285,500      198,839      (86,661)        

Total Local 1,250,968   1,298,894   1,212,658   (86,236)        

State:
State Aid Sec. 51a(2) 269,939      198,254      198,254      -                   
State Aid Sec. 51a 405,357      450,561      450,561      -                   
State Aid Sec. 56 99,703        85,913        88,486        2,573            

Total State 774,999      734,728      737,301      2,573            

Federal:
MDLEG MI Rehab Service 63,600        63,600        42,758        (20,842)        
MRS Transition Cordinator 20,000        20,000        20,000        -                   
MIBLSI 5,000          15,426        12,203        (3,223)          
MDE Contract (Ionia) 38,100        38,100        40,121        2,021            
SPSR -                 8,000          8,000          -                   
Flow Through 703,789      702,529      702,529      -                   
Preschool 26,702        26,641        26,641        -                   
EOSD 45,000        45,000        45,000        -                   
MDE Transition Grant 50,000        50,000        50,000        -                   
Early On 67,313        67,845        67,845        -                   
MAISD UPAN 3,352          425             425             -                   

Total Federal 1,022,856   1,037,566   1,015,522   (22,044)        

Interdistrict and Other:
Contracted Services 8,352        8,352        9,815         1,463          

TOTAL REVENUES $ 3,057,175   $ 3,079,540   $ 2,975,296   $ (104,244)       

Budgeted Amounts

MENOMINEE COUNTY INTERMEDIATE SCHOOL DISTRICT
Detailed Budget Comparison Schedule - Special Education Fund

For the Year Ended June 30, 2008

(Negative)Final AmountsOriginal

Variance with
Final Budget

Actual Positive 
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EXPENDITURES:
Current:

Instructional:
TMI/SMI/PRI $ 243,322      $ 242,566      $ 242,158      $ 408              
Flow Through 676,134      674,925      674,926      (1)                 
Preschool 25,653        25,594        25,594        -                   

Total Instructional 945,109      943,085      942,678      407              

Support:
Health 237,418      278,073      276,834      1,239            
Psychologists 70,806        55,962        -                 55,962          
Speech 512,880      518,649      514,653      3,996            
Social Workers 245,796      248,143      247,605      538              
Teacher Consultants -                 8,403          6,527          1,876            
Pupil Support 11,605        12,740        12,740        -                   
Special Ed. Support 164,749      163,731      159,520      4,211            
Operation Building 8,780          8,780          7,919          861              
Transportation 305,148      225,457      222,320      3,137            
Parent Advisory  Council 1,000          500             100             400              
Other Support Services 38,494        40,548        35,622        4,926            
In State 81,600        105,600      69,694        35,906          
EOSD 43,232        43,232        43,232        -                   
MDE Transition 52,850        53,035        53,036        (1)                 
MDE/MRS/Mdleg Grant 121,034      120,048      120,525      67,012          
SPSR -                 8,000          8,000          -                   
Early On 92,914        112,722      113,551      (829)             
MAISD UPAN Grant 3,352          425             425             -                   
MIBLSI 5,000          15,426        12,203        3,223            

Total Support 1,996,658   2,019,474   1,904,506   182,457        

TOTAL EXPENDITURES $ 2,941,767   $ 2,962,559   $ 2,847,184   $ 182,864        

Detailed Budget Comparison Schedule - Special Education Fund (Continued)
MENOMINEE COUNTY INTERMEDIATE SCHOOL DISTRICT

For the Year Ended June 30, 2008

Variance with

(Negative)

Final Budget
Positive 

AmountsFinalOriginal
Actual

Budgeted Amounts
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF 

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 
GOVERNMENT AUDITING STANDARDS 

 
 
To the Board of Education 
Menominee County Intermediate School District 
Menominee, Michigan 
 
We have audited the financial statements of the governmental activities and each major fund of 
Menominee County Intermediate School District, (District) as of and for the year ended June 30, 2008, 
which collectively comprise the District’s basic financial statements and have issued our report thereon 
dated October 7, 2008.  We conducted our audit in accordance with auditing standards generally accepted 
in the United States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States.  
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit, we considered the District’s internal control over financial 
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinions 
on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the 
District’s internal control over financial reporting.  Accordingly, we do not express an opinion on the 
effectiveness of the District’s internal control over financial reporting. 
 
Our consideration of internal control over financial reporting was for the limited purpose described in the 
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial 
reporting that might be significant deficiencies or material weaknesses. However, as discussed below, we 
identified certain deficiencies in internal control over financial reporting that we consider to be significant 
deficiencies. 
 
A control deficiency exists when the design or operation of a control does not allow management or 
employees, in the normal course or performing their assigned functions, to prevent or detect misstatements 
on a timely basis.  A significant deficiency is a control deficiency, or combination of control deficiencies, that 
adversely affects the District’s ability to initiate, authorize, record, process, or 
report financial data reliably in accordance with generally accepted accounting principles such that there is 
more than a remote likelihood that a misstatement of the District’s financial statements that is more than 
inconsequential will not be prevented or detected by the District’s internal control.  We consider the 
deficiency described in the accompanying schedule of findings as finding #08-1 to be a significant 
deficiency in internal control over financial reporting. 

KERBER, ROSE & ASSOCIATES, S.C. 
             Certified Public Accountants 
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To the Board of Education 
Menominee County Intermediate School District 
 
 
A material weakness is a significant deficiency, or combination of significant deficiencies, that results in 
more than a remote likelihood that a material misstatement of the financial statements will not be prevented 
or detected by the District’s internal control. 
 
Our consideration of the internal control over financial reporting was for the limited purpose described in the 
first paragraph of this section and would not necessarily identify all deficiencies in the internal control that 
might be significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies 
that are also considered to be material weaknesses.  However, we believe that the significant deficiency 
described above is a not material weakness. 
 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the District’s financial statements are free of 
material misstatement, we performed tests of its compliance with certain provisions of laws, 
regulations, contracts and grant agreements, noncompliance with which could have a direct and 
material effect on the determination of financial statement amounts.  However, providing an opinion on 
compliance with those provisions was not an objective of our audit, and accordingly, we do not express 
such an opinion.  The results of our tests disclosed no instances of noncompliance or other matters that 
are required to be reported under Government Auditing Standards. 
 
This report is intended solely for the information and use of the District's Board, management, Michigan 
Department of Education, federal awarding agencies, and pass-through entities and is not intended to be 
and should not be used by anyone other than these specified parties.   
 

 
 
KERBER, ROSE & ASSOCIATES, S. C. 
Certified Public Accountants 
October 7, 2008 
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO 

 EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE 
 IN ACCORDANCE WITH OMB CIRCULAR A-133 
 
To the Board of Education 
Menominee County Intermediate School District 
Menominee, Michigan 
 
Compliance 
 
We have audited the compliance of Menominee County Intermediate School District, (District) with the 
types of compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular 
A-133 Compliance Supplement that are applicable to each of its major federal programs for the year ended 
June 30, 2008.  The District’s major federal programs are identified in the summary of auditor's results 
section of the accompanying schedule of findings. Compliance with the requirements of laws, regulations, 
contracts and grants applicable to each of its major federal programs is the responsibility of the District’s 
management.  Our responsibility is to express an opinion on the District's compliance based on our audit. 
 
We conducted our audit of compliance in accordance with auditing standards generally accepted in the 
United States of America; the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of 
States, Local Governments, and Non-Profit Organizations.  Those standards and OMB Circular A-133 
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance 
with the types of compliance requirements referred to above that could have a direct and material effect on 
a major federal program occurred.  An audit includes examining, on a test basis, evidence about the 
District's compliance with those requirements and performing such other procedures as we considered 
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our 
audit does not provide a legal determination of the District's compliance with those requirements. 
 
In our opinion, the District complied, in all material respects, with the requirements referred to above that 
are applicable to each of its major federal programs for the year ended June 30, 2008.   
 
Internal Control Over Compliance 
 
The management of the District is responsible for establishing and maintaining effective internal control 
over compliance with requirements of laws, regulations, contracts and grants applicable to federal 
programs.  In planning and performing our audit, we considered the District's internal control over 
compliance with requirements that could have a direct and material effect on a major federal program in 
order to determine our auditing procedures for the purpose of expressing our opinion on compliance, but 
not for the purpose of expressing an opinion on the effectiveness of internal control over compliance.  
Accordingly, we do not express an opinion on the effectiveness of the District’s internal control over 
compliance. 

KERBER, ROSE & ASSOCIATES, S.C. 
             Certified Public Accountants 
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To the Board of Education 
Menominee County Intermediate School District 
 
 
A control deficiency in a District’s internal control over compliance exists when the design or operation of a 
control does not allow management or employees, in the normal course of performing their assigned 
functions to prevent or detect noncompliance with a type of compliance requirement of a federal program 
on a timely basis.  A significant deficiency is a control deficiency, or combination of control deficiencies, that 
adversely affects the District’s ability to administer a federal program such that there is more than a remote 
likelihood that noncompliance with a type of compliance requirement of a federal program that is more than 
inconsequential will not be prevented or detected by the District’s internal control. 
 
A material weakness is a significant deficiency, or combination of significant deficiencies, that results in 
more than a remote likelihood that material noncompliance with a type of compliance requirement of a 
federal program will not be prevented or detected by the District’s internal control. 
 
Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be 
significant deficiencies or material weaknesses.  We did not identify any deficiencies in internal control over 
compliance that we consider to be material weaknesses, as defined above. 
 
This report is intended solely for the information and use of the District's Board, management, Michigan 
Department of Education, federal awarding agencies, and pass-through entities and is not intended to be 
and should not be used by anyone other than these specified parties.    
 

 
 
KERBER, ROSE & ASSOCIATES, S.C. 
Certified Public Accountants 
October 7, 2008 



 

 

FEDERAL AWARDS SECTION



Federal
CFDA

Number

U.S. DEPARTMENT OF EDUCATION
Direct from U.S. Government:

Drug Free Community Support Program 06/07 93.276     $ 66,155          $ 4,609            $ 33,912          
Drug Free Community Support Program 07/08 93.276 64,927          -                    66,845          
Teaching American History Grants 06/07 84.215K 42,712          7,850            -                    

Total Direct From U. S. Government 12,459          100,757        

Passed Through State of Michigan
  Department of Education

Flow Through:
080450  84.027A 702,529        -                    702,529        

State Initiated/Competitive:
080480 EOSD 84.027 45,000          -                    45,000          

Spec. Ed. IDEA State Initiated/
 Department:

080490 TS 84.027 50,000          -                    50,000          

080440 0708 84.027 4,000            4,000            
080440 0708A 84.027 4,000            4,000            

Special Ed. Preschool:
080460 0708 84.173A 26,641          -                    26,641          

Early on Michigan:
081340 84.181 67,845          -                    67,845          

  Total Passed Through State
   of Michigan Department of Education -                    900,015        

 Current

Program Title Grant Number
Pass-Through Grantor/

Federal Grantor/

Expenditures
Year

 Amount 
 Award 
 Grant/ 

7/1/2007

(Deferred)
Revenue

MENOMINEE COUNTY INTERMEDIATE SCHOOL DISTRICT 
Schedule of Expenditures of Federal Awards

For the Year Ended June 30, 2008

Accrued

                                        See Notes to Schedule of Expenditures of Federal Awards

 Approved 
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$ 38,521          $ -                    
63,312          3,533            

7,850            -                    

109,683        3,533            

498,497        204,032        

18,261          26,739          

50,000          -                    

2,000            2,000            
700               3,300            

17,174          9,467            

67,845          -                    

654,477        245,538        

Accrued

6/30/2008
Revenue

(Deferred) Current 
 Year 

 Receipts 
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Approved 

Passed Through State of Michigan
 Department of Labor and Economic Growth

Michigan Rehabilitation Service 84.126 $ 63,600         $ 10,145         $ 42,758           
MRS Transition Coordinator 84.126 20,000         -                   20,000           

Total Passed Through State of
 Michigan Department of Labor and
 Economic Growth 10,145         62,758           

Passed Through Intermediate School Districts:
MIBLSI Fund

Macomb Intermediate 84.027A 12,000         (8,425)          12,203           

Ionia Intermediate 84.027A 38,100         19,732         40,121           

UPAN
Marquette/Alger Intermediate 84.027A 3,352           940              425                

Total Passed Through Intermediate 
 School Districts 12,247         52,749           

TOTAL U.S. DEPARTMENT OF
  EDUCATION 34,851         1,116,279      

U.S. DEPARTMENT OF HEALTH AND HUMAN
SERVICES
Passed Through State of Michigan 
 Department of Community Health

Medicaid, Administrative Outreach 93.778 (134,520)      -                     

TOTAL FEDERAL FINANCIAL 
  ASSISTANCE $ (99,669)        $ 1,116,279      

Notes:
(1) Significant accounting policies, see financial statement notes.

Accrued
 Current

MENOMINEE COUNTY INTERMEDIATE SCHOOL DISTRICT 
Schedule of Expenditures of Federal Awards (Continued)

For the Year Ended June 30, 2008

Federal Grantor/  Grant/ (Deferred)

                                                                   See Notes to Schedule of Expenditures of Federal Awards

Pass-Through Grantor/
Program Title Grant Number Expenditures

Year
 Amount 
 Award 

7/1/2007
Revenue
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$ 52,903           $ -                   
20,000           -                   

72,903           -                   

15,426           -                   

30,876           28,977         

1,365             -                   

 47,667             28,977         

884,730         278,048       

29,667           (164,187)      

$ 914,397         $ 113,861       

Accrued

 Receipts 
 Year 

 Current 

6/30/2008
Revenue

(Deferred)
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MENOMINEE COUNTY INERMEDIATE SCHOOL DISTRICT 
Notes to the Schedule of Expenditures of Federal Awards 

For the Year Ended June 30, 2008 
 
 
 

NOTE 1 - BASIS OF PRESENTATION 
 
The accompanying schedule of expenditures of federal awards include the federal grant activity of the 
Menominee County Intermediate School District and is presented on the modified accrual basis of 
accounting.  The information in this schedule is presented in accordance with the requirements of OMB 
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.  Therefore, some 
amounts presented in this schedule may differ from amounts presented in, or used in the preparation 
of, the basic financial statements. 
 
NOTE 2 – MEDICAID ADMINISTRATIVE OUTREACH REVENUES 
 
The District continues to defer the federal Medicaid administrative outreach revenue due to the 
uncertainties that exist resulting from the possible repayments that may be made in the future that may 
result from the back casting process.  The state has set aside some Medicaid outreach funds so that it 
would have funds for repayment.  However, there is no way to know whether the funds set aside will be 
adequate.  The District has deferred $164,187.  There have been no distributions to the local school 
districts. 
 
NOTE 3 – GRANT RECONCILIATION 
 
The amounts reported on the Cash Management System (CMS), Grant Auditors Report, agree with the 
Schedule of Expenditures of Federal Awards. 
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MENOMINEE COUNTY INTERMEDIATE SCHOOL DISTRICT   
 Schedule of Findings 
    For the Year Ended June 30, 2008 
                                                                           
 

Section I – Summary of Auditors’ Results 
Financial Statements: 
 
Type of auditors’ report issued:  Unqualified 
 
Internal control over financial reporting: 
 
 Significant deficiencies disclosed     Yes 
 
      Significant deficiencies identified that are not 
      considered to be material weaknesses?     Yes 
 
Noncompliance material to financial statements noted?       No 
                   
Federal Awards: 
 
Internal control over major programs: 
 
 Significant deficiencies disclosed?   No 
 
 Significant deficiencies identified that are 
   not considered to be material weaknesses?   N/A  
 
Type of auditors’ report issued on compliance 
  for major programs:    Unqualified 
 
Any audit findings disclosed that are required to be 
  reported with Section .510(a) of Circular A-133?    No 
 
Identification of major programs: 
 
   CFDA Number(s)                         Name of Federal Program or Cluster      
   

84.027 IDEA Flow Through 
84.173 Preschool Entitlement 
  

Dollar threshold used to distinguish between 
  type A and Type B programs:  $  300,000  
  
Auditee qualified as low-risk auditee?  Yes 
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MENOMINEE COUNTY INTERMEDIATE SCHOOL DISTRICT   
 Schedule of Findings 
   For the Year Ended June 30, 2008 
                                                                           
 

Section II – Financial Statements Findings 
 
#08-1 PREPARATION OF FINANCIAL STATEMENTS IN ACCORDANCE WITH GAAP 
 
Criteria:  Governments are required to prepare financial statements in accordance with generally accepted 
accounting principles (GAAP).  Responsibility for the financial statements of the District rests with the 
District’s management.   The preparation of financial statements in accordance with GAAP requires internal 
controls over both (1) recording, processing, and summarizing accounting data (i.e., maintaining internal 
accounting records), and (2) reporting government-wide and fund financial statements, including the related 
note disclosures (i.e., external financial reporting). 
 
Condition:  It has historically been common for many governments to rely on the independent auditors to 
assist in the preparation of the government-wide and fund financial statements, as well as the related notes 
to the financial statements, as part of its external financial reporting process.  As a result, a government’s 
ability to prepare financial statements in accordance with GAAP has typically been based, in part, on its 
reliance on the independent auditors.  By definition, independent auditors cannot be part of the 
government’s internal controls. 
 
The condition noted in the preceding paragraph exists at Menominee County Intermediate School District. 
The cause for this condition is simply because it is more cost effective to outsource the preparation of its 
annual financial statements to the independent auditors than to incur the time and expense of having the 
employees and/or management obtain the necessary training and expertise required to perform this task 
internally. 
 
Effect:  Management is able to prepare financial statements in accordance with GAAP; however, do not 
have the expertise to prepare the footnotes.  The District relies, in part, on the independent auditors for 
assistance with the preparation of annual financial statements and related notes to the financial statements 
in accordance with GAAP.  Management does review the financial statements and footnotes and accepts 
responsibility for them. 
 
Recommendation:  We recommend the District consider obtaining proper training for the appropriate 
members of the District’s administration to assure that they are able to fully understand the requirements of 
preparing GAAP financial statements, including the footnotes.  This understanding is essential for the 
District’s administration to be able to accept responsibility for the amounts and disclosures included in the 
District’s financial statements. 
 
Corrective Action Response:  Management of the District is aware of this deficiency and will continue to 
look for opportunities to increase our understanding of the requirements of preparing GAAP financial 
statements.  However, at this time we believe it is not cost beneficial in our situation to develop this 
expertise.  We will continue to use our external auditors for this technical assistance.  We would expect this 
situation to be ongoing in future years. 
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MENOMINEE COUNTY INTERMEDIATE SCHOOL DISTRICT   
 Schedule of Findings 
    For the Year Ended June 30, 2008 
                                                                           
 
 

Section III – Federal Award Findings and Questioned Costs 
 
None 
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MENOMINEE COUNTY INTERMEDIATE SCHOOL DISTRICT 
Schedule of Prior Year Audit Findings 

For the Year Ended June 30, 2008                                                                        
 
 
 

There were no findings disclosed for the prior year. 



 

 

October 7, 2008 
 
 
 
Board of Education 
Menominee County Intermediate School District 
Menominee, Michigan 
 
 
We have audited the financial statements of Menominee County Intermediate School District (District) for the year 
ended June 30, 2008, and have issued our report dated October 7, 2008.  Professional standards require that we 
provide you with the following information related to our audit.  This letter is divided into three components – 
required communications under professional auditing standards, prior year observations and current year 
observations. 
  

REQUIRED COMMUNICATIONS 
 
Our Responsibility under U.S. Generally Accepted Auditing Standards and OMB Circular A-133 
 
As stated in our engagement letter dated June 9, 2005, our responsibility, as described by professional 
standards, is to express opinions about whether the financial statements prepared by management with your 
oversight are fairly presented, in all material respects, in conformity with U.S. generally accepted accounting 
principles.  Our audit of the financial statements does not relieve you or management of your responsibilities. 
 
In planning and performing our audit, we considered the District’s internal control over financial reporting in order 
to determine our auditing procedures for the purpose of expressing our opinions on the financial statements and 
not to provide assurance on the internal control over financial reporting.  We also considered internal control over 
compliance with requirements that could have a direct and material effect on a major federal program in order to 
determine our auditing procedures for the purpose of expressing our opinion on compliance and to test and report 
on internal control over compliance in accordance with OMB Circular A-133. 
 
As part of obtaining reasonable assurance about whether the District’s financial statements are free of material 
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and 
grants, noncompliance with which could have a direct and material effect on the determination of financial 
statement amounts.  However, providing an opinion on compliance with those provisions was not an objective of 
our audit.  Also in accordance with OMB Circular A-133, we examined, on a test basis, evidence about the 
District’s compliance with the types of compliance requirements described in the “U.S. Office of Management and 
Budget (OMB) Circular A-133 Compliance Supplement” applicable to each of its major federal programs for the 
purpose of expressing an opinion on the District’s compliance with those requirements.  While our audit provides 
a reasonable basis for our opinion, it does not provide a legal determination on the District’s compliance with 
those requirements. 
 
As part of our audit, we considered the internal control of the District.  Such considerations were solely for the 
purpose of determining our audit procedures and not to provide any assurance concerning such internal control. 
 
 

KERBER, ROSE & ASSOCIATES, S.C. 
Certified Public Accountants 
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Planned Scope and Timing of the Audit 
 
We performed the audit according to the planned scope and timing previously communicated to you in our 
various conversations about planning matters. 
 
Significant Audit Findings 
 
Qualitative Aspects of Accounting Practices 
 
Management is responsible for selection and use of appropriate accounting policies.  In accordance with the 
terms of our engagement letter, we will advise management about the appropriateness of accounting policies and 
their application.  The significant accounting policies used by Menominee County Intermediate School District are 
described in Note 1 to the financial statements.  No new accounting policies were adopted and the application of 
existing policies was not changed during the fiscal year 2008. We noted no transactions entered into by the 
District during the year for which there is a lack of authoritative guidance or consensus.  There are no significant 
transactions that have been recognized in the financial statements in a different period than when the transaction 
occurred. 
 
Accounting estimates are an integral part of the financial statements prepared by management and are based on 
management’s knowledge and experience about past and current events and assumptions about future events.  
Certain accounting estimates are particularly sensitive because of their significance to the financial statements 
and because of the possibility that future events affecting them may differ significantly from those expected.  The 
most sensitive estimates affecting the financial statements were 1) estimating the useful lives of fixed assets and 
method of depreciation and 2) estimating compensated absences.  We evaluated the key factors and 
assumptions used to develop the estimates in determining that it is reasonable in relation to the financial 
statements taken as a whole. 
 
Difficulties Encountered in Performing the Audit 
 
We encountered no difficulties in dealing with management in performing and completing our audit. 
 
Corrected and Uncorrected Misstatements 
 
Professional standards require us to accumulate all known and likely misstatements identified during the audit, 
other than those that are trivial and communicate them to the appropriate level of management.  For purposes of 
this letter, professional standards define an audit adjustment as a proposed correction of the financial statements 
that, in our judgment, may not have been detected except through our auditing procedures.  An audit adjustment 
may or may not indicate matters that could have a significant effect on the District’s financial reporting process 
(that is, cause future financial statements to be materially misstated).  During the course of the audit we did not 
propose any adjustments to the District’s general ledger.   
 
Disagreements with Management 
 
For purposes of this letter, professional standards define a disagreement with management as a matter, whether 
or not resolved to our satisfaction, concerning a financial accounting, reporting, or auditing matter that could be 
significant to the financial statements or the auditor’s report.  We are pleased to report that no such 
disagreements arose during the course of our audit. 
 
Management Representations 
 
We have requested certain representations from management that are included in the management 
representation letter dated October 7. 2008. 
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Management Consultations with Other Independent Accountants 
 
In some cases, management may decide to consult with other accountants about auditing and accounting 
matters, similar to obtaining a “second opinion” on certain situations.  If a consultation involves application of an 
accounting  
 
principle to the governmental unit’s financial statements or a determination of the type of auditor’s opinion that 
may be expressed on those statements, our professional standards require the consulting accountant to check 
with us to determine that the consultant has all the relevant facts.  To our knowledge, there were no such 
consultations with other accountants. 
 
Other Audit Findings or Issues 
 
We generally discuss a variety of matters, including the application of accounting principles and auditing 
standards, with management each year prior to retention as the District’s auditors.  However, these discussions 
occurred in the normal course of our professional relationship and our responses were not a condition to our 
retention. 
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements of the District as of and for the year ended 
June 30, 2008, we considered the District’s internal control over financial reporting (internal control) as a basis for 
designing our auditing procedures for the purpose of expressing our opinion on the financial statements, but not 
for the purpose of expressing an opinion on the effectiveness of the District’s internal control.  Accordingly, we do 
not express an opinion on the effectiveness of the District’s internal control. 
 
Our consideration of internal control over financial reporting was for the limited purpose described in the 
preceding paragraph and would not necessarily identify all deficiencies in internal control that might be significant 
deficiencies or material weaknesses.  However, as discussed below, we identified certain deficiencies in internal 
control that we consider to be significant deficiencies. 
 
A control deficiency exists when the design or operation of a control does not allow management or employees, in 
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis.  A 
significant deficiency is a control deficiency, or a combination of control deficiencies, that adversely affects the 
entity’s ability to initiate, authorize, record, process, or report financial data reliably in accordance with generally 
accepted accounting principles such that there is more than a remote likelihood that a misstatement of the entity’s 
financial statements that is more than inconsequential will not be prevented or detected by the entity’s internal 
control.  We consider the following deficiency to be a significant deficiency in internal control. 
 
Financial Accounting and Reporting 
 
One of the components of internal control over financial reporting is that the District be sufficiently knowledgeable 
to record the entity’s financial transactions in accordance with generally accepted accounting principles (GAAP) 
and to prepare the company’s financial statements in accordance with those accounting principles.  Management 
is able to prepare financial statements in accordance with GAAP; however, do not have the expertise to prepare 
the footnotes.  The District relies, in part, on the independent auditors for assistance with the preparation of 
annual financial statements and related notes to the financial statements in accordance with GAAP.  Management 
does review the financial statements and footnotes and accepts responsibility for them.  This matter is common in 
most small Districts since they do not have the resources to devote to this area of internal control. 
 
A material weakness is a significant deficiency, or a combination of significant deficiencies, that results in more 
than a remote likelihood that a material misstatement of the financial statements will not be prevented or detected 
by the entity’s internal control.  We believe that the financial accounting and reporting deficiency described above 
is not a material weakness. 
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PRIOR YEAR OBSERVATIONS 
 

Expense Reports 
 
There still appears to be a delay in obtaining supporting documentation and receipts on expense reports prior to 
reimbursement checks being issued.  All receipts for reimbursement should be obtained prior to checks being 
issued.  In addition, receipts for reimbursement must be in sufficient detail to determine what the expenditure is 
for.  Numerous receipts only indicated a total and did not include the breakdown of the total. 
 
 Status 
 
 This issue was resolved. 
 
 
 

CURRENT YEAR OBSERVATIONS 
 

Actuarial Study 
 
We would like to remind management that the District have an actuarial study completed for the implementation 
of the new GASB 45 requirement dealing with recording other post employment benefits on the District-wide 
financial statements. 
 
 
 
 
Closing 
 
We will review the status of these comments during our next audit engagement.  We have already discussed 
these comments and recommendations with key members of management, and will be pleased to discuss them 
in further detail or assist with implementation. 
 
We thank you for allowing us to be of service to Menominee County Intermediate School District. 
 
 
KERBER, ROSE & ASSOCIATES, S.C. 
 

 
 
Bradley R. Walters, CPA 
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